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ROMANIA: KEY ECONOMIC INDICATORS 


198] 1982 1983 1983/82 
% change 


Population as of 
December 31 (000's) 22,400 22,530 22,593 0.3 


National Income 
(billion $US) 48.2 50. 50. 


Per Capita National 
Income ($US) 2,182 


Investment (billion $US) 18. 


Indices (1979=100) 
Industrial Production 113 
Agricultural Production 94 
Average Industrial 
Worker Productivity 106 


Production Trends 

Electrical Power 

(million kWh) 70,000 68,900 70,200 
Coal (thous. tons) 37 ,000 37,900 44,500 
Crude Oil 

(thousand tons) 11,600 11,700 11,600 
Methane Gas 

(thous. cubic m) 29,300 32,500 32 ,600 
Steel (thous. tons) 13,025 13,000 12,600 


Labor Force (thousands) 10,400 10,400 10,460 
of which: Agriculture 3,000 3,016 3,033 


Foreign Trade 
Exports (billion lei) 167.7 151.8 43.4 14. 
of which US (mil $US) 559.4 339.1 512.8 3. 


Imports (billion lei) 164.7 124.9 130.4 4. 
of which US (mil $US) 504.2 f29.2 185.7. -16. 


Ooh Rn 


Data reported in current lei and converted at following exchange 
rates. 


1981 $1.00 = 11.00 lei 
1982 $1.00 = 12.50 lei 
1983 $1.00 = 13.00 lei 


Source: Official Romanian data except for U.S. Government figures 
on U.S.-Romanian Trade 





SUMMARY 


Romania has made considerable progress toward normalizing its 
international financial relations. Official data report growth in 
industrial production although systemic weaknesses and constraints 
on imports continue to hamper Romanian economic performance. 


National economic policy priorities include development of 
indigenous energy and raw materials, raising productivity and 
increasing exports. 


Agricultural production declined in 1983, reflecting unfavorable 
weather, inadequate inputs and lack of incentives to producers. 


Investment policy continues to stress completion of prodects already 
underway and energy development. 


In international trade, Romania is aggressively pursuing large 
surpluses with convertible currency countries in order to reduce its 
debt. Although Romanian exports grew in 1983, the surplus was 
achieved primarily by import cuts. Oi] accounted for about 48 


percent of imports from, and 30 percent of exports to, hard currency 
countries. 


As imports from the West declined, the relative share of Romania's 
trade with socialist and less-developed countries increased. 
Romanian exports to the U.S. are performing well, led by refined 
petroleum products. U.S. exports to Romania continued to decline 
through 1983 but began to show improvement in the first months of 
1984. 


Romania will not need to reschedule 1984 debt. About $800 million 
in debt due foreign banks and governments was rescheduled in 1983. 


PART A - ECONOMIC SITUATION AND TRENDS 


Although emerging from the 1981-1983 financial crisis, the Romanian 
economy continues to experience serious difficulties. Systemic 
weaknesses, low productivity, and inefficient use of and constraints 
on imported and domestically produced resources continue to hinder 
economic growth. Official data report an increase in national 
income in 1983 of 3.4 percent in real terms. This growth is 
attributable to increases in industrial production; agricultural 
output was down from 1982 levels. 


The priorities of national economic policy are to develop domestic 
fuel, energy, and raw material resources; to reduce dependence on 
external sources of supply; to increase labor productivity and 
efficient use of energy and raw materials; and to increase exports. 
Global targets adopted at the outset of the current (1981-1985) five 
year plan remain in effect, but these are unattainable. 





Industry 


The gross value of finished industrial output was reported to have 
grown 4.8 percent in 1983, representing the largest increase for 
this index since 1980. 


In the energy sector, output of coal was reported at 44.5 billion 
metric tons, a 17 percent increase over 1982. Natural gas 
production was up only marginally and oil production, at 11.6 
million tons, was down slightly. Low caloric lignite accounted for 
the increase in coal production. Romania continues to import 
significant quantities of bituminous and coking coal. 


Drought-related hydroelectric power shortfalls and difficulties with 
conversions from oil to lignite led to electric power problems and 
consequent disruptions in production. The situation should improve 
in 1984 due to precipitation in winter 1983/84, larger imports of 
electric power and gas from the Soviet Union, and progress toward 
efficient extraction and utilization of domestic lignite coal 
reserves. Official data do not suggest that the energy shortage had 
a great impact on overall industrial production. 


Energy supply disruptions were evident in several industries. In 
steel and automobile production, output was below the previous 
year. For some engineering areas production data, routinely 
provided in the past, were not supplied for 1983, suggesting that 
production was down. 


A recently applied series of measures ties the individual worker's 
earnings to his enterprise's achievement of its production plan. 

The measures are designed to provide incentives for increased worker 
productivity. 


Agriculture 


Agricultural production was reported to have declined 3.4 percent in 
real terms in 1983, following an increase of 7.5 percent in 1982. 
Unfavorable weather conditions, mismanagement of inputs and labor, 
severe reduction of feedstuff and pharmaceutical product imports, 
and continued pressure on private producers to sell additional 
quantities of commodities to the state at low fixed prices were 
factors in the decline. By official data, about 20 million metric 
tons of grain were produced in 1983, down from 1982's record harvest 
of 22.3 million metric tons. Livestock product output in 1983 is 
also believed to have declined. 


Targets for crop production in 1984 are typically ambitious; 
abundant rainfall during the 1983/84 winter erased a water 
shortfall, but there may even have been too much precipitation for 
optimal crop production. For livestock products, targets are 
similiar to the unmet 1983 goals. Plans for the development of 
agriculture emphasize heavy investment in irrigation, the importance 
of which was dramatized by the recent drought. Domestic agriculture 
will continue to compete with the export sector for 





domestically-produced agricultural machinery and chemical 
fertilizers. 


Investment 


The pattern of investment continues to reflect economic austerity: 
existing capital development projects are being completed before new 
ones are begun, and the government seeks to promote. substitution of 
domestic resources and products for imported ones. Investment in 
industry, amounting to about half of all investment in the national 
economy, rose sharply in 1983. Investment in agriculture grew 8.8 
percent in 1983, comprising 17.2 pecent of the 23.18 billion lei 
gross investment reported for the year. 


A large share of industrial investment appears to be going toward 
the rapid development of indigenous sources of fuel, raw materials 
and energy, particularly coal mining and coal-based electricity 
production. Official statements note Romanian interest in expanding 
production capacity in electronics and other high-technology 

fields. Investment in new manufacturing equipment remains at a low 
level and little expansion of plant is taking place. 


The target for investment growth for 1984 is set at 4.0 percent. 
Although this figure is way above the 1983 target of 0.7 percent, it 
is far below historical levels of growth. The 1984 figure suggests 
some easing of constraints on investment but not a return to the 
very high rates of saving and investment characteristic of other 
periods of Romanian development. 


Foreign Trade and the Balance of Payments 


Romania continues to maximize convertible currency export earnings 
by increasing export sales and limiting imports. A trade surplus of 
an estimated $1.65 billion in convertible currency trade was 
registered in 1983, the second year in which Romania earned a large 
surplus. It was achieved, however, without much improvement in 
convertible currency export earnings and is attributable to 
continued stringent limitations on hard currency imports. 


Convertible currency export earnings remained near 1982's depressed 
level of about $6.2 billion; hard currency imports declined to $4.6 
billion in 1983, down from a peak of about $8 billion in 1980. 
Non-oil convertible currency exports fell by about $500 million from 
$4.7 billion to $4.2 billion, reflecting weak foreign demand during 
a recession and difficulties in Romanian export industries affected 
by import cuts. 


Oil product exports continued to play a substantial part in Romanian 
export trade, rising from a recent low of $1.5 billion to nearly 
$2.0 billion in 1983. The deficit on the trade account attributable 
to the oil trade, (holding oi] imports constant at about $2.5 
billion), fell from over $900 million in 1982 to less than $500 
million in 1983. A further reduction in the oil trade deficit is 
planned for 1984, but the cost to the economy could be very high. 





Extreme limits on oil] use for electrical power generation in 1982 
disrupted industry and created hardship for the population. Romania 
supplemented domestic production of crude oil, (11,600,000 tons in 
1983), with imports at world market prices from the OPEC states, 
China, Egypt, and the USSR. 


Romania's debt situation has improved since the 1981-82 crisis. 
Agreements with commercial banks and foreign governments to 
reschedule 70 percent of principal due in 1983 have helped Romania 
improve its international financial position. There are no plans to 
reschedule 1984 debt. The Romanian leadership's goal is to retire 
25 percent of the country's external debt, which totaled $ 9 billion 
at the end of 1983, in 1984. This may not be realistic considering 
the sluggish performance of the domestic economy. Official policy 
remains not to seek new credit. 


Although net interest payments amounted to about $725 million in 
1983, the large trade surplus permitted an improvement in the 
current account of about $900 million. A similar current account 
balance is forecast for 1984. 


Several years of financial crisis and stagnation in the world 
economy have produced a discernible shift in the pattern of 
Romania's foreign trade. Imports from convertible currency 
countries have dropped sharply as have imports of capital equipment 
from all sources during a period of near-moratorium on new capital 
construction. Romania's exports to hard currency countries, 
supported in large part by exports of refined petroleum products, 
have held steadily. Romania has expanded barter and clearing trade 
with Third World and socialist countries, including members of the 
Council for Mutual Economic Assistance (COMECON). 


Declining trade with the West, especially import trade, and growth 
in trade with the COMECON countries has produced a change in the 
West's relative share of Romania's foreign trade. Romania's trade 
with socialist countries, (including Yugoslavia and China), 
increased from 37 percent of its total trade in 1981 to about 41 
percent in 1982. The Soviet Union accounted for 18.5 percent of 
Romania's foreign trade, up from 18 percent in 1981. The 
industrialized West held a 25 percent share in 1982 and the 
developing countries held 33 percent. 


Romania's three-year IMF standby arrangement for Romania, approved 
on June 15, 1981 in the amount of SDR 1,102.5 million, was cancelled 
on January 31, 1984. Romania had drawn SDR 817.5 million of that 
total. A Romanian request for a new standby arrangement remains a 
possibility for 1985. Gross disbursements by the IBRD to Romania in 
1983 are estimated to have been about $360 million. 


PART B - U.S.-ROMANIAN TRADE 


Romanian exports to the United States rose to $513 million in 1983, 
the second highest annual total. U.S. exports to Romania declined 
17 percent to $186 million, a quarter of the level of U.S. sales in 
1980. 





Leading the increase in Romanian exports were mineral fuels and 
lubricants. Gasoline exports tripled over the previous year, 
accounting for $280 million in Romanian sales. Other Romanian 
exports, including chemicals, textiles and light industry products 
showed modest to substantial increase in export sales. 


U.S. exports were led by sales of crude materials, including 
soybeans ($76 million) and whole cattle hides ($40 million). U.S. 
sales of bituminous coal ($16 million) and chemical raw materials 
were also significant. 


In an effort to remedy severe cash flow problems, Romanian Foreign 
Trade Organizations (FTOs) typically demand that Western firms 
selling products to Romania take payment in Romanian goods. Such 
arrangements include barter, product buyback, coproduction, joint 
ventures and third country cooperation. In straight sales 
transactions, U.S. firms should take steps to protect themselves 
against payment delays, which at the peak of Romania's financial 
crisis (1982) sometimes exceeded one year. Confirmed letter of 
credit terms provide the greatest protection to the seller. Of 
other less desirable arrangements, unconfirmed letter of credit 
terms are preferable to cash-against-documents or open account 
terms. Contract language can also be drafted to provide for 
interest payments if the Romanian FTO does not meet its payment 
dates. In spite of these considerations, American importers and 
exporters have found the Romanian market to be a profitable one. 


Prospects for U.S. Exports 


A return to normalcy in Romania's international financial relations 
during 1984 and 1985 should allow for some increase of imports from 
the United States. At the same time, Romanian limitations on 
hard-currency imports can still be expected to hold the recovery of 
U.S. export sales to a modest level. 


Expansion of U.S. exports is expected in energy development, 
including secondary oil recovery and deep strata oil drilling, 
microelectronics, and energy and labor-saving technologies. 

Romanian plans and programs for increasing agricultural productivity 
should provide a range of sales opportunities in livestock and crop 
production and land use. 


Countertrade will continue to play a key role in Romanian foreign 
trade. U.S. firms able to accept countertrade or participate in 
joint operations, both of which circumvent Romanian cash-flow 
difficulties, will have the best access to Romanian markets. 


American firms interested in doing business with Romania should be 
aware that the U.S. Department of Commerce sponsors trade promotion 
events in Romania, including annual particpation in the Bucharest 
International Fair. For assistance in doing business with Romania, 
firms should contact Scott Bozek, Senior Commercial Officer, 
American Embassy Bucharest, APO New York 09213, or Edgar Fulton, 
Romania Desk Officer, East Europe Division, International Trade 
Administration, U.S. Department of Commerce, Washington, D.C. 20230. 


% U.S. GOVERNMENT PRINTING OFFICE: 1984- 421-007:631 





Th th f \ 
Confused about Export The Export Administration Regulations, 
‘ - r 5 eee ipa “ ~s rules control- 
Licensing Requirements: a 
requirements: 


e When is an export license necessary? 
e When is it not necessary? 
e How do | obtain an export license? 
e What policies are followed in consider- 
ing license applications? 
oe How do | know when the policies 
BEEB a8 change? 
sasnneun Are there restrictions on exports to cer- 
tain countries? 
Are restrictive trade practices and boy- 
cotts prohibited? 
e Do! need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your sub- 
scription to the Export Administration Reg- 
ulations. 


SUBSCRIPTION RATES 


In the United States 
To foreign countries 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 


SSRIS SPRUE Ee gL rR AA TR RY AES SSS NE a a a a aT A a eT I ST SIS, 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Enclosed is$______—s~« © check, od 
jalan atin: wk dbion totes | VS Total charges $_____ Fill in the boxes below. 


Deposit Account No. Credit 


Prerirty-r) cadno. LLTT TTT ITITTITIITI TIT) 
Expiration Date 
a Month/Year Ea eed! 


Please send me set(s) ot the U.S. Department of Commerce Export Administration Regulations 
and supplementary Export Administration Bulletins for the publication period beginning October 1, 1983 


Name—First, Last 


hcel! name or additional address line : Subscriptions 


J Postage 
treet address Foreign handling 
MMOB 


ity State ZIP Code bial 


(or Country) 


PIPL eee 


PLEASE PRINT OR TYPE 












